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fo His Honour Henry Cockshutt , 

Lieutenant-Governor of the Province of Ontario. 
May it Please Your Honowr:+ 

One of the most) important undertakings of the Hydro- 
Blectric Power Commission of Ontario, (hereinafter referred to 
as, "the Commission") to which inquiry has been directed in 
pursuance of the instructions given to us by Your Honour, is 
that of Phe Ontario Power Company of Niagara Falls, referred 
to throughout this Report as "fhe Ontario Power Company” or 
"the Company." After a full investigation of the business 
and affairs of ths ‘C6mpalay , Wwe respectfully submit the follow- 
ing report thereon and transmit herewith reports in respect 
of the Company furnished to us by our Consulting Engineer, 

Mr. W. d. Francis, and our Accountants, Mesars. Price, 
Waterhouse & Company. 

By Special Act of the Parliament of Canada, assented 
to on June 25rd, 18687, She Canadian Power Company was in- 
corporated with an authorized capital of $259,000 and power 
to increase the same in manner provided by "The Railway Act." 
By an amending Act assented to. duly 10th, 1899, the name of © 
the company was Changed to that. of The Ontario Power Company 
of Niagara Falls, under which name its corporate existence has 
Since continued. The authorized capital was. from, time to time 
increased until it reached a total of $15,000,000, but the 
issued capital at no time exceeled, and now consists of 100,000 


shares of a total par value of $10,000,000. The Act of In- 
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corporation gave the Company full power to construct, equip, 
maintain and operate a canal and hydraulic tunnel from some 
point on the Welland River, at or near its junction with the 
Niagara River, to a point or points on the west bank of the 
Niagara River about or south of the Whirlpool; and from a 
point or points in the Niagara River immediately south of the 
head of the rapids, near the Welland River, to a ppint about 
or south of Clark Hill, together with permanent works 
necessary for carrying out the Company's purposes. Other 
powers of a wide nature, including the right to build rail-~ 
ways, were grantefi ‘tf Ytb)Cdupany. 

In 1900 the Company by agreement with the Queen 
Vietoria Niagara Falls Park Commission, approved by Order-in- 
Council, acquired the right to conduct water in an open 
channel from the Welland River to a power house in the Park, 
The plans of the Company contemplated the conducting of the 
tail waters from the first development by subterranean channel 
to another power house in the gorge below the Falls, thus 
obtaining the advantage of a "double head." Under a subsequent 
agreement made in 1902 the terms of the 1900 agreement were 
amended, the right to construet an open hydraulic canal 
through the Park was abandoned and provision made for permitting 
the Company to conduct water from the Welland and Niagara 
Rivers by means of parallel lines of umderground pipes or 


conduits (pipe lines). The 1902 agreement between the Company 
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and the Park Commission was approved by Order-in-Council of 
August 7th, 1902, subject to the proviso that the works, plans, 
profiles and elevations should be approved by the Lieutenants 
Governor-in-Council and by the Park Commissioners. A plan 
showing the proposed works of the Company, including three pipe 
lines each of 18 feet internal diameter, was submitted and 
approved in December, 1902, fhe amount of power which the 
Company is permitted to generate or the quantity of water it 
may utilize, is not provided for by the agreements, but it 
appears to have been assumed by the Park Commission and the 
Company that the Company was limited to sufficient water to 
develop, with otfi'e (opt o1aytt 180,000 ohh bt vbwes of electrical 
energy and that it was thought at the time the plan was 
approved it would require the capacity of the three pipe lines 
shown on the plan to furnish sufficient water to develop that 
quantity of power. 
The lease or license granted to the Company by 

the Park Commissioners was for a term of fifty years, expiring 
April lst, 1950, renewable at the option of the Gompany, sub- 
jact to readjustment of rentals, for three additional periods 
of twenty years each. The annual rental for the first period 
of fifty years was fixed at $15,000, with additional annual 
payments as follows: 

$1.00 for each electrical horse-power generated and 

disposed of over 10,000 to 20,000. 


75 cents per horsepower for excess over 20,000 up 
to 30,000 horsepower. 


(8) 


ko Lteawod~at axon 0 yd bevowgs ear node adin0d ase edt bas 


eanalq yusivow ed sad? oalbveng edt ae teokdns. 4 SO8L ade tamged» 
eixspotvell eat ys hevouqgge ad Sioga aad tavelo bas eel ttew. 
falg Av setege te tiaaod ated edt yd bers fhoawod-ni+ conte 108 | 
eqi¢q eet galielen k senaqued vont ho ativow Seaeqortg: whe ‘ga by aie 
bos Wold kadge amw 4 xetoseth Lantetad toot Ol to dome nentl: 
add doldw sowoy to taxvoms edT 9 SOUL (todueoeT al hevougges: 
ti gotew 86 ytitecsp odd wetesom a of bettlaxeq af yraqaod 
ah tod (atmemeoan@ ocd qi’ 10k habivoag ‘gor et yoniiiew vse" 
od? Bas acohdvlmmod aie ex? yd hombade need ovat oF exavgqs 
ot qetew delotites of hetketl eow ymeymod odd teat yaequod | 
fesivvoele to teveg~wer0d 000, O84) hel iGo pethre dtiw yqoleveb. 
\ gewiwely edttentd odd t8 taywedd oew 02 dads bas yorone 
reid agqiq eeuds edt Yo giongeo, es? estopex birow ti Levasqgs 


gait golevyeb of se¢ew deololitve deahauwt of salq ef2 ne swode. 

| towed Se. yt Haemp 

et Yreqeed ait of bod aawg oemeold: to weal ed be sont) 60” 
gniaiqne .s«eet yttit to avet w tot esw ecomole eimmo0 steed ome: 


¢ 08CL tet Etagt 


~daa ,Yaeqeod ats te mekeqo etd) dm oti 


vhotxeq LarertiShbs send vot ,afedaex to teemta ai beer ot towt t } 
bolted texit okt cot Ietmeq feuds ofT Lhdne ext oy yPkews’ to" 


Lawnme Iecottibas ktiw saiideagel ta’ mses ax exeoy yt TEY '¥o 
mise" 2 ewroltot e& ieee 


hut Detstondy towog-octod Ieolttbele dose sox 00.14 ~ 
2000,0% o¢ 000,01 seve to bewoqals 


ao niainiae “OVO BROStS 4Ot Tewo~s exod 08 eta oe Hrs 


x fea Nags ey es 


—— or 


Hypro-Evectric Inquiry ComMISSION 


Copy FOR ENCLOSURE TO (4) 


50 cents per horse-power for all. over 30,000 
hor se=-powere 


The works and plant of the Company were completed 
and put into service in 1905, and included a Hydro~electric 
generating plant comprising a Power house in the gorge below 
the Falls; headworks consisting of intake, forebay, screen 
house, inner forebay and gate house closely grouped together 
near Dufferin Islands above the Falls; one conduit or pipe 
line, turbines, generating units and other equipment. A 
second conduit eof different design and material from the first 
was constructed in 1909 and 1910. A third pipe line, to which 
special penanity Uh ther on in this Report, was 
constructed in 1918. In 1905 the Ontario Power Company secured 
the incorporation under the Dominion Companies’ Act of the 
Ontario Pransmission Company, Limited, and a license to do 
business in Ontario was duly issued to it. Upon the new 
company was conferred the right,amongst other things, to 
construct lines for the transmission of powers The authorized 
Capital of this company is $1,000,000 and all of its shares 
became the property of the Ontario Power Company and were 
pledged by that Company as security for bonds of the Power 
Company. The powers of the Ontario Power Company were wide 
enough to permit it to act as its own distributing agent, but 
probably in order to facilitate the financing of the cost of 
the transmission line by a separate bond issue it was deemed 


expedient to organize a subsidiary transmission company as a 
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distinct entity. By agreement dated April 20th, 19160, the 
fransmission Company leased to the Power Company all its 
undertakings and properties from May lst, 1910, to April 
1st, 1950, and the Power Company guaranteed payment of both 
the principal and interest of the bonds of the Pransmission 
Company; an issue of which to the amount of $2,000,000 had 
been mde and sold to the public. By this agreement the 
Transmission Company gave to the Power Company an option to 
agauir e and purchase the demise’ premises at any time after 
‘the bonds of the Transmission Company had been paid without 
fur ther nla: dirk (WJ ing b a provided for in the agree- 
‘Rents On June llth, 1910, the Ontario Transmission Company 
agreed to make sinking fund sae olin of $30,000.00 per 
aiun and the Ontario Power Company undertook to pay the 
game if the Transmission Company failed to meet them, or 
any of them, when payable. 
Other companies controlled by or closely associated 
with the Ontario Power Company were Ontario Distributing 
| Company, Limiteds the Falls Power Company, Limited, which 
ldtpeyibuved power of the Ontario Power Company in the 
Townships of Bertie, Willoughby, Peiiham, Thorold, Humberstone, 
‘Growland, Wainfleet and Grantham, in Lincoln and Welland 
\Gounties, and the Niagara, Lockport and Ontario Power 


Company. The latter company distributed throughout part 


“og New York State and as far east as Syracuse, electrical 
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energy supplied to it by the Ontario Power Company under 
contracts, to which reference is made ees 

| The map erenay od by Mr. Fr de <a, prefacing this 
Report, shows the Ne eae ie w ot the generating station, trans- 
dernex stations and transmission lines of the Ontario Power 
Sukvanys | | 

Under licenses granted to the Ontario Power Company 

it was allowed to expert 60,000 ho rse~po ver, or 45,000 kilowatts, 
Under an anveument dated July 16, 1904, amended by supplementary 
agreements dated December 30, 1904, October 31, 1905, and 


December 30, Ls vat 


amount of power allowed to be exported by the Ontario Power 


0} Bai? 


of power which egualled the total 


Company was sold to the Niagara, Lockport & Ontario Power 
Company. This neatat was reduced by subsequent agreement with 
the Loo kport rasiesgmnte to 50,000 horsé~po wer. 

Under agreements dat ed respectively September 5, 
1914, host 13, 1915, and March 17, 1916, the Gutarhe Po wer 
Company purchased from the Toronto Power Company, limited, 
rh on anti ties of power in er to meet the demands 
upon it under ite contracts to supply power. 

In 1916 the On teric Power Company notified the Park 
Commis siLoners that it intended to proceed with the construction 
ofa third pipe line. Consent to such construction was refused 
by the Park Gemad sake ners and thereupon negotiations were 


opened for the sale of the Company's undertaking to the Commission. 
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RELATION OF THE COMMISSION TO THE COMPANY. 


Instead of proceeding with the construction of a 
pewer plant at Niagara Falls under the authority of the provision 
of the Power Commis s ion Act, 1907, and as had been recommended in 
the report of the Commissioners appointed prior to the enactment 
of the Act of 1906, the Commission by an agreement dated August 
12, 1907, and an Ancillary Agreement dated March 19, 1908, cone 
tracted with the duibarite Power Company for a supply of power for 
municipal corporations on the Niagara System and other customers 
of the Commission. The Company agreed to deliver to the Gonm- 
mission at the expiration of ninety days' notics, 8,000 of 
more hor i iil ns aR ON, ia ih of three months' notice 
to be given from time to time during the continuance o¢@ the 
agreement, additional electric power in blocks of not less than 
1,000 horse-power each until the total delivered should reach 
30,000, and at the expiration of nine months' notice to be 
given from time to time during the continuance of the agree~ 
ment, additional powér in blocks of not less than 1,000 horse 
power each until the total so delivered should amount to 
100,000 ho rs6-power. 

The Commission agreed to take power exclusively from 
the Company up to 30,000 horse-power and in addition thereto 
one~half of the amount required by the Commission up to 
100,000 horse-power, and thereafter at the option of the Com- 
mission from other sources, and to pay: 

For power at 12,000 volts at the rate of $9.40 per 
horse-power per annum. 


For power at 60,000 volts at the rate of $10.40 per 
horsepower per annum. 
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When the amount reserved and held ready upon the order 
of the Commission is in ali 25,000 horse-power or more, 
payment to be made at the following rates: 


For power at 12,000 volts at $9.00 per horse-power 
per annum. 

For power at 60,000 volts at $10.00 per horse~power 
per annum. 

For power taken at a higher voltage than 60,000 
the rate to be relatively increased wi thout 
increased profit. 

The agreement with the Commission tc supply power at 
these rates was to remain in force for ten years from the date 
of the expiration of the ninety days, which date, by subsequent 
agreement dated November 10, 1908, was fixed as March 19, 1910. 
The Commission was given the option to continue the agreement 

y, 


for one, two or ils © P.. 


each by giving notice of its intention to continue for the 


onsecutive terms of ten years 


second, third and fourth terms at least three years before the 
expiration of the prior term, so that at the option of the 
Commission the agreement might be ew eiiidee to April lst, 1950, 
the date at which the first term of years under the agreement 
dated April 11, 1900, between the Ontario Power Company and 

the Park Commissioners would expire. The Company also co venanted 
not to exercise the right to cancel the arreement of April, 
1900, between it and the Park Commissioners. Under date of 
February 26, 1913, another agreement was entered into betweon 
the Commisgion and the Company for the delivery to the 
municipalities of Welland and Port Robinson of 300 electric 


horse-power (or greater requirements of the Commission) at the 
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price of $14.00 per horse-power per annum, the term of the 
agreement to be for a period co-extemsive with the une xp ir ed 
term of the agreement of Mis oh 19, 1908, the horse=-power 
supplied to be do un ted par t of the 100,000 horse-power to be 
supplied under the existing agreement between the Commission 
and the Ontario Power Sompaxy 

The demands on the Commission for. power had so in« 
creased that on Harch REth, 1916, the amount of power ordered 
to be held in reserve for the Commission yaddkad the total of 
the 100,000 hor s@-power available under the contract. 

The a wes Company had in 1916, as before mentioned, 
been refused porm(s 2 (on) fo) cWastruct a third pipe line through 
the Park. An increased power production was required by the 
Company in order to meet demands upon it and, as already 
mentioned, it thereupon decided to seli its undertaking and the 
Gonmis sion was approached asa purchaser. As stated at 
Wesndneton by Sir Adam Beck to the Committee on Water Power 
of the House of Representatives, on April 15, 1918: “Negoti- 
ations were entered into and the Hydro-Blectric Power Commis- 
sion acquired the plant and took possession after about a 
year's negotiations." 

There is no record in the Minutes of Meetings of the 
Commission of any discussion or decision of the Commission in 
regard to these negot lations during their progress and it 
would appear that nego were conducted by Sir Adam Beck on his 


own responsibility to a point where formal ratification and 


(2) 
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completion of the agreement arrived at,alone remained, 
The acquisition of control of the Ontario Power 
Company was not specifically approved by the municipalities on 
the Niagara System, but the following question was submitted 
to them in Jamary, 1917, and answered in the affirmative by 
a majority of the electors in each of them: 
' "Are you in favor of having the municipality 
develop or acquire through the Hydro-Electric 
Power Commission of Ontario, whatever works may 


be required for the supply of electric energy 


or power in addition to such electric power as 


is alread CO). PY der the existing contract 
| with the Us ~Elec x. Power Commission of 


Ontario?" 

In this connection the following extract from the 
evidence given at the hearing before us on Jamary 9th, last 
is pertinent: 

Q. Were the municipalities for which you acted 
ag trustees, consulted as to whether or not you 
should buy the Ontario Power Company? 

A, MR. GABY : There was a plebiscite for 
acquiring the development in ths Niavara District 
in 1917. 

SIR ADAM BECK: They voted on it. 


MR. GABY: They voted on a plebiscite for acquiring 
generating plants at Niagara Falls. 


Q. But was there any specific submission to the 
municipalities for the purchase of the Ontario Power 
Gompa ny? 


A. I should say Yeu, because Sir Adam Beck dis- 
cussed the matter at those various meetings with 
them on ite 
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Q. But was it submitted in a formal way to them? 


SIR: ADAM BECK: I don't remember the details of what 
took place at that time. : , 


@. And when you say ‘plebiscite! would that be a 
vote of the ratepayers in each municipality? 


MR. GABY: Yes. 


Q- That was done as to the development of po wer 
at Niagara Falls? 


Ae. Some seventy municipalities voted, 


Q. Hadnft that....reference to the Chippawa 
Development? | 


‘SIR ADAM BECK: No, the general policy of generating 
or acquiring generating plants. 


Q. Was this i fey the question that was 
voted on, exadt ‘Same to each of the seventy 
municipalities? = = = = | 
MR.eGABY: Seventy-four, yes. 

COMMISSIONER HARRIS: What date was that? 
A. January, 1917. 


THE CHAIRMAN: That would be at the municipal 
elections in Jamary, 1917? 


Ae Yess 

SIR ADAM BECK: The municipalities were called 

together and those matters were gonerally discussed 

with them, and they passed resolutions, and so On, 

but I know it was thought that because of the amounts 

involved that it would be well to have an expression 

of public opinion. 

If,(as is stated by Mr. G. T. Clarkson, and we 

think rightly) the Ontar io Power Company should be considered 
"Works" of the Commission, and accepting the statements of Sir 


Adam Beck and Ur. Gaby, there appears to be no doubt but that 
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the municipalities in which the vote was taken in Jamary, 
1917, axpressed approval of the Commission developing any works 
or acquiring all or any of the generating plants (including 
that of the Ontario Power Gompany) at Niagara Falls that "may 
be required for the supply of electric energy or power." The 
Ontario Powr Company being “works", the expenditure upon 
it, having been undertaken for the venefit of the municipalities 
which have entered into contracts with the Sommission, is 
repayable to the Commission by such municipalities under Section 
22 of the Power Commission Act, which is as follows: 
"The expenditure of the Commission upon any 

iat 2 nder the provisions of this 

Act he. don fet noyit of any municipality or 

maindetyer iés ich have entered into con- 

tracts with the Commission shall be repayable 

to the Commission by such municipality or 

municipalities." 

By an amendment to the Power Commission Act made in 
1917, the Lieutenant-Governor in Council may authorize the Com- 
mission to acquire and hold shares of @n incorporated develop- 
ment company, a power the Commid@ion did not previously possess. 
Under authority from the Lieu tenant-Governor-in-Council and 
in pursuance of agreements executed by all necessary and, proper 
parties, including the Province, which agreements were ratified 
and confirmed by an Act by the Legislature in 1918, the Com. 
migsion acquired all the issued shares of the capital stock 


of the Company to the par value of $10,000,000, and along with 


the Province guaranteed payment of the principal and interest 
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‘of the bonded indebtedness of the nae ay, and that of its 
subsidiary, the Ontario Transmission fompaney, Limitea. , 
| The eavens an price of whe. shares, all ef which 
were at ‘the time of execution ‘of the a lta or “‘gubatauentss, 
acquired, was payable and paid in debentures of the Commis- 
sion, guaranteed by the Province, of the par ‘value of 
$8,000, 000. These debentures bear interest at the rate of 44 
per annum, “payable half-yearly, mature in forty years from 
their date, and are payable as to prine1 pal aha interest in 
Roronto, New York or Ontario at the option of the holder. 
Owihg to the low rate of interest which thay bore the market 
value of these dahemearps, as considerably below par. Their 
cash value at the date of delivery to the vendors was approxi- 
mately $5,500,000. The $10,000,000 stock thus purchased — 
presumably represented 1ttcie Gr BO cash sevelinest. put was 
watered stock acquired by the promoters of the Company. 

‘By this purchase the Gommistion became the virtual 
ewhse G2 Ali’ tha Plente, asbets and properties of the ontario 
Power Company, subject to the fiabilities of the Company then 
outstanding, inenadine bonds of the two Companies, and subject 
also to its liabilities in respect of existing contracts for 
the sale of power. CHeycot a ny | 

On August lst, 1917, the Commission assumed control 
ofthe Company, maintaining its corporate existence and that 


of thé Ontario Transmission Company, Limited, and then began, 
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and has since continued, to administer the business and 
affairs of the two Cae s either directly or through Boards 
of Directors composed of members of the Commission and officers 
or employees of the Commission. 
At the time that the purchase was made the tangible 
assets of the Ontario Power Company approximately equalled 
its lia bilities other than to the stockholders. The Commission 
at this time had a contract with the Company for the delivery 
by the Company to it of 100,000 hep. at a price of $9.00 per 
hor se=power, for a period, wh Leh at the option of the Commis- 
gion, would not C ‘my ahaa This contract was of great 
value to the Commission and it is not unnatural to inquite why 
whe Commission was not content to continue to get its power 
in this way, but instead of Acing so it bought the Company, 
assumed its liabilities and in addition gave 4 per cent. 
bonds to the extent of $8,000,000, cuaranteed by the Province 
of Ontario, in pa yme nt for its stock. 
| Various answers ha ve ean given to this inquiry. 
On December 20th, 1922, Mr. Gaby, in testifying 
before us, gave as reasons for the purchase - | 
(1) | The necessity for additional power in the Niagara 
District, it being thought that more continuous operation 
would sinlah 6 if Pia Ng ai gery controlled the Company. 
(2) The expediency of acquiring certain rights claimed 


to be held by the Company covering the diversion of water on 
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the Welland River, it being thought that these rights might 
interfere with the @ueenston-Chinpawa project. 
Sir Adam Beck on April 15th, 1918, stated to the 
Committee on Water Power of the House of Representatives, in 
Washington, that: 
“When we bought the Ontario Power Company one 
of the objects in buying it was that we could 
scrap the plant in ten, fifteen or twenty years 
when water becomes still more valuable because 
of its scarcity, or because of curtailment in 
the use of it, and use the water more efficiently 
in connection with the new scheme that we have in hand. 
"We can take the ten or twelve thousand cubic 
feet per second now being used comparatively 


ineé€iciently... and use it in connection with 
our @ueenston-Chippawa scheme, thus securing 


the adven ta ri, head, available be~ 
tween the me A ee oi od 
‘Apparently the main reason which led the ousteuien 

to acquire control et the Onudirio Power Company was the 
considered eaceunlty of acquiring all the rights of the 
Company in order that the Queens ton-Ghipye wa Sevelerwen’ 
upon which work had been commenc ed in May ,4917, under the 
provisions of The Ontario Niagara bee igen ey Acts, might 
be carried out with greater assurance of being able to 
obtain the water necessary for full operating efficiency. 

i Under the International Boundary Wateva’ Breaty 
ontéréed into in°1910 between Groat Britain and the United 
States, Ganada is entitled to divert 56,000 dabie feet per 


second of the waters of the Niagara River. In 
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a report made in November, 1920, by Brigadier General H. 
Taylor to the United States Secretary of War, the following 
figures are given of the number of cubic feet per second 
that were being taken from the Niagara River on the Camdian 
side of Niagara Falls in 1917: 

Ontario Power Company 11,200 

Electrical Yevelopment Co.12,400 

Canadian Niagara Power Co. 9,600 

International Railway Pais. 128 


fotal $3,325 


The construction of the third pipe line of the 
Ontario Power Company, to which reference has already been 
made, is said to(n'afe )iberagsed the water diversion by that 
Company in 1920 to 15,300 cubic feet per second and to have 
brought the total diversion to the Canadian side up to 
35,425 cubic feet per second. 

AS’ the date of acquisition of the shares of the 
Company, the books of account as adjusted by the Commission 
ghowed an excess of assets over liabilities of $10,000,000, 
which gum represented the par value of the igsued capital 
stock of the Company. For all the shares of this issued 
stock ‘uy Commission, as already stated, paid $8,000,000 
of its Aarcatires; athyhaey has by the Province. The exist- 
ing bonded and other indebtedness of the Company at the 
time amounted to $15,566,100.60, all of which was assumed 
by the purchasers. This sum with the $8,000,000 in debentures 


made up $23,566,100.60 which is the total amount that will 
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ultimately be walks The assets thus acquired had a total 
book value of ¥26,466,933.95 and a tangible value of about 
$16,000,000. | | 

In the poriod of five years and three months from 
August ist, 1917, (on whisk date the Commission acquired the 
Ontario Power Company) to October Slst, 1922, the book value 
of assets had increased $3,619,455.36 and the liabilities, 
including reserves, $5,560,259.33, leaving a nes’ gain in the 
period of $59,197.03, assuming that there was no depreciation, 
in the value of the assets beyond the provision made therefor. 

No {oiclet) de ap ear s to have been made by the Com- 
mission of plant and equipment. The agreement of purchase 
prevyided for the delivery of all books, eto., of the Snnuaky 
to the Gommission. For some reason, not disclosed, the 
Company's original books of entry were never delivered to the 
Commission and it is impossible from the books in the po ssession 
of the Commission to ascertain accurately the value of the 
several classes. of assets included in plant and equipment 
accounts, and what proportions of the total are attributable to 
tangible and intangible Sniebp il tele: » Glarkson in his 
report on the accounts of the Commission to October Bl st, 1918, 
comments .upon Ps x ene of necessary books, and referring +o 
the plant and equipment accounts of the Company on that date, 


states: 
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"From such information as is available, however, 

they would appear to consist approximately as 
follows: 
(a) Investment in plant, real estate, 

transmission lines, distributing 

stations $14,747 ,599.49 
(b) Discount on bonds capitalized, 

less amounts written off | 971,284.55 
{c) Attributed to value of rights, 

franchises, goodwill, etc. 10,504,113.07 


(d) Expended upon construction of 
third pipe line to works of 
Company he progress) web 949 170 265 


$27,372,167 .74." 


ecco ere 


OPE summary of the operating account 
Gor +t hs fiscal C. en etober Slat, 1922, is submitted 


as an illustration of the balancing of expenses and revenues 


since the Company was placed on a similar basis as "works " 


of the Commission supplying power to municipalities at 


cost: 
Expenses 
Operating and administrative expenses. $1,403,010.48 
Provision for renewals .« 6 « » » «© « » 116,491.96 
Bond interest « 6 « © e+ # « »® Oa 746,907.66 
Portion of discount on bonds amortized 46,244.04 
Portion of American exchange amortized 17,907.84 
Interest on cash advances re Third Pipe 
ae os ek ee fe . oe eo Se ke el 196,743.86 
Other interest «'%+ «© «© + © @ @ 8 8 Ce 42,279.98 
Provision for sinking funds. . .« ° 195,264.36 
Provision for interest on $8,000, 000 
bonds of the Commission ». «+ « « « 28.,.076.4 


fotal Expenses. $3,092,926.52 
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which were met by the following revenues: 


From sundry gugtomers . » + « » »s «6 « + $1,357,119.80 
From St. Catharines and other municipal- 

ities in that distrist -. ey ee Se ae a 78,290.21 
Thorold System. . ergruregs ss we ee o © # 6 20,905.67 
Miscellaneous revenue, including profit 

on bonds redeemed «..6 «6 6. ©.0. #,e,8 « 16,799.35 
Revenue from Niagara System representing 

the difference between revenue received 

from other sources and total expenses 


@s above « .e ie Te a ee eee ee ee a aege ee 1,619,811.49 
Total Revenues...+ $3,092,926.52 


Prom the above it will be noted that the Company 
is being operated on a cost basis and that the Niagara System 
is bearing all expenses of such operation except those met by 
revenue arisin sources. 

The following table shows the revenue from power 
sales separated as between undertakings of the Gommission and 
outside interests for the various periods of operation between 
August Ist, 1917, and October 3lst, 1922. The figures shown 
in this statement and the ones following, relating to operating 
expenses, are subject to adjustment in respect of the revision 
in the renewal reserve made by the Commission subsequent to 


the close of the fiscal year ending October Slst, 1922: 


| fable of Annual Revenues 


15 months Year.ending October Slst 
Particulars endin 
we Oct.31/18 1919 1920 1921 1922 


Niagara Sys tem$1,022,611 $ 893,814 $1,112,818$1,621,420 $1,807,730 
Sundry Hydro 


undertakings § 93,315 64,091 69,749 90,934 99,196 
Outside ine . 
torests . 1,636,154 1,240,516 1,518,055, 1,295,450 1,557,120 


Total Revenue $2,752,080$2,198,421 $2,500,622$3,007,80498 3,264,046 
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The revenue Per horsepower from the various ¢ladsses 
of customers and the various revenues for each classification 


| of horse-power is as follows: 


Revenue per Horse-Power 


mFiscal Year ending October 31st 
1918 1919 1920 1921 1922 


Power sold to H.E.F.C. $9.15 $9.36 $9.72 $11.55 $17.55 
Power sold to private 


companies 12.82 12 25 13.97 14633 12.57 
Powsr sold for export 12.70 12.60 12.97 12.76 12.864 
Average : 11.00 10.88 11.35 12.30 15-17 


The following is a comparison of the average revenue 


per hor se-vore ED ia val the total cost per horse-power 


billed for each of the above years: 


Average Revenue 
per horse-power | 
billed | CEw $11.00 $10.88 $11.35 $12.50 $15.17 


Average cost per 
horse-power billed $10.99 $ 10.21 $11.58 $12.48 $15.10 


The sale of power for export to the United States 


to the Niagera, Lockport & Ontario Power Company was, up to 
1921, inclusive, a profitable undertaking, but in the year 
1922 the cost of power Supplied for export by the Ontario 
Power Compa ny was greater than the contract price obtained 
for it. In that year the 1oss.on power exported was approxi- 
mately $60,000. The Niagara Hydro System had not only to. pay 


the Commission a substantially higher price dor power than. 
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that paid to the Commission by the RAs garas Lockport & 
Ontario Power TeMpRny but it had to ma ke up as well the 
deficit of $80,900 on power exported. If cost of pradestion 
continues to exceed the price received for pewex expor ted 
the loss will reach high figures, as the semheact with the 
Niagara, Lockport & Ontario yh cies will not e: xpire until 
1950, 

No surplus can be built up under the method of 
accounting tht is followed. Any deficits must be made up 
by the municipalities in their “thirteenth bills." As will 
be seen from the above summary the Company is not treated 
strictly as ! yy by the Commission in respect 
of the capital stock. Dividends out of profit are not now 
being paid by the Company and applied as a return on the in- 
vestment of $8,000,000, but the carrying charges on the 
Origizal investment and funds advanced subsequent to the 
purchase form part of the operating expenses. For the fiscal 
years ending October 31st, 1921, and October 31st, 1922, 

Wr. Glerkson has treated the Company as "works" of the Gom- 
mission and provisiom has been made for sinking funds on the 
purchase price. ‘uy. Slarknon has expressed the opinion in 
regard to the Company that the Commission must have pure hsed 
it in trust "for somebody" and that it wala naturally follow 
that that *somebody" was t he Niagara System, and, therefore, 
Pb etd ghta System would probably be the owner eventually of 


the undertaking when it is paid for. If a deficit was made in 
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the operation of the Company, says Mr. Clarkson, nobody was 


liable unless there was a distinct chain indicating for a 
certainty that the Niagara System was the owner of the Company 
through the Commission. | 

In the agreement botween the Commission and the 
municipalities in the Niagara System, made in 1908, the 
Commission agreed to sell to the municipalities the power 
“taken py it from the Ontario Power Gompany st a maximum 
price, which corresponded to the price paid by the Commis- 
sion to the Company. In 1917, however, the Legislature 


passed The Ontario Niagara Development Act which provided 


“that, notwithstandi the agreement, the municipalities 
instead of GOP Yes price at Niagara Falls, fixed 

ve ee devine, should pay to the Gommission "the average 
"aest per hor sepo wer te the Gonads ston Zor power developed 

“by the Gommis sion or procured under contract with any corpo- 
ration or individual developing power at Niagara Falls, to be 
Rana Ly adjusted and apportioned by the Commission." This, 
in effect, abrogated the original agreement and enabled the 

“Commis s ion to increase the price charged to the municipalities. 
Vaatead heretere of charging the maximum price per horsepower 
at Niagara Falls, which was fixed by the 1908 agreement at 
approximately $9.00 per horsepower, the Commission charges the 
present cost, which in 1922 amounted to $17.55 per horsepower, 
subject to the reduction hereinafter referred +o which 

yesulted from using a large portion of the 1922 reserve for 


renewals to reduce 1922 power costs. 
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The results of operation to October Silat; i922, 
disclose no justification for the purchase of the stock of 
t he Compa ny by the Commission. The wisdom of the trans-~ 
action, therefore, depends entirely upon the value to the 
Province, the Salta deret ois and the municipalities of the 
intangible assets of the Company, which value in turn 
depends upon the necessity of the Commission owning these 
intangible assets in carrying out its plans for future in- 
ereased supply of power from Niagara Falls. ‘The eventual 
cost of the Company's undertaking will form part of the 
cost of the complete service at Niagara Falls and vicinity 
of power perry GUS feereer and under Sections 22 
and 23 of the Power Commission Act be repayable by the 
municipalities. As previously indicated the interest so 
far acquired in the undertaking of the Ontario Power Company 
by the municipalities is but a trifling proportion of the 
total COst. | | 

In the oki ton we have mare Ly outlined 50 me of 
the main don Caran of the SOAS A thon and administration of 
the Company. Full particulars of the component parts of 
the undertaking and of the aeneun te and operations of the 
doumia sion in connection the rewi th are contained in the 
accompanying reports of our Consulting Engineer and 
Accountants, to which we respectfully refer Your Honour. 
We, however, respectfully submit for your consideration the 


following comments upon some matters in connection with the 
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affairs of the Company which have been investigated by use 


Administration and Operation 
Ontario Powe ny by ¢ 


of the 
HU Owe] Comp bev ¢ 


Py 
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| Shortly tier the acquisition by the Commission 
of the Company, it was dieided proceed with an extension 
of the plant including an additional wood stave pipe line, 
turbines, electrical and other equipment. 

As before mentioned, from August 1st, 1917, the 

Company had as its Directors and Officers, members and 
officers of the Commission, Sir Adam Beck having been 
appointed President, Mr. Gaby, Chief Engineer, and Mr. 
Pope, Secretary of tha bopany. The procedure of the 
Directors of the Company in relation to the extension to the 


plant is shown in the following extracts from the Minutes 


of their Meetings: 


(Page 18) 


"Upon the report and recommendation of the Ghief 
Engineer respécting the shortage of power to supply the 
needs of the Company and his recommendation that the Company's 
plant at Niagara Falls be extended and a wood stave pipe 
line, together with the necessary turbines and electrical 
equipment be constructed for a third conduit, it was resolved 
that the Company proceed with the extention of the plant at 
Niagara Falls, including an additional wood stave pipe ting: 


turbines, electrical and other equipment, so that an additional 


{28} 
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sapacity of from 40,000 to 50,000 hep. be produced, It was 
further resol ved that the Chief Eng ineer proceed to secure 
tenders and full information An respect to the necessary ~ 
box hiner “at other electrical equipment and submit a report 


on the same at the earl ie st possible date." 


of Directors, Dee. 6th, 1917 (page 20) 

"The matter of wood stave pipe line was again 
considered and the Chief Engineer was instructed to proceed 
without delay to prepare the necessary plans and material 
covering the proposed work, for submission to the Board of 
Directors for {ne{r )opds idera tion and approval. When such 
approval is given the Secretary was instructed to prepare 
and forward the necessary application to the Queen Victoria 


Niagara Falls Park Commission." 


of Di 917 (page 22) 


“tthe Chief Engineer inhas $h0d a further report with 
respect to the construction of wood stave pipe line at Niagara, 
outlining an estimated named tank of $1,806,000 covering the 
supplying of an additional 50 5900 hePs The matter was care-~ 
fully considered and it was decided that the scheme in its 
entirety was necessary and feasible, poviadg the financial 
arrangements Gould be carried out and the matter was left in 
the hands. of the President to submit a complete statement of 


the present and proposed earnings of the Company to the Bank 
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of Montreal with a view of obtaining the necessary money to 
cover the work. 

Arrangements for a loan of $1,250,000 from the Bank 
of Montreal for the purpose of constructing the proposed work 
i Sat sai by the Cound shhew, and under authority of an Order~ 
in-Council dated February 6th, 1918, this loan was guaranteed 


by the Government of Ontgrie, and first mortgage bonds of the 


Company to the amount of $1,400,000 were pledged to the Bank 


‘@ gs cOllateral security for the loan. 


 ) Gonstruction was begun shortly afterwards and the 


work was completed in the spring of 1919. Mr. Gaby’s estimate 


of the cost Gas thigbty excecded, the total cost being 


$3,514,676.62, an increase of almost 100 per cent. 


At the hearing on April Sth, 1925, Mesars.. Gaby, 


Acres and. Trimble, Engineers of the Commission, gave evidence 


at great length in explanation of the increase in the cost of 


this work over the estimate. Their testimony was to the effect 
that. such inerease was mainly due to the following causes: 


1. Change in and addition to the design after the 
original estimate was made. 


2. Plans of certain parts of the work were not com 
pleted for months after the work was started. 


BS. The difficulty in getting materials, such as stsel. 
4. Inerease in cost of materials. 
5. Inorease in labor costs. 


6. Decrease in efficiency of labor, 
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7. Shortage of Labor. 
‘8, Labor troubles. 
9. Flu epidemic, 


10. Objection of the men to work when the spray from 
the Falls was blowing in their direction. 


ll. The necessity for paying extra to the men while 
working under conditions outlined above. 


12. Unforeseen cost of casing and backfilling the 
pipe line. 


There is no doubt that there were many and great 
G@ifficulties in the way of anyone construeting large public 
er other works a& that period, and for these difficulties 
liberal allowsface( shoul a e@ made. But a careful analysis of 
the original estimate and of the cost of the work indicate 
that there was very little detailed study of the project. 
The great difference be tween the estima ted co st and the actual 
cost was due, not to changes in and additions to the design 
or to conditions and contingencies that it was impossible 
to foresee or provide far rat to the omission of important 
items and atten to provide for conditions and contingencies 
wa ion ghould have been taken into account. There was no 
a tady of the cost such as would have been made by a contractor 
tender ing to vans true’ the work for a lump SUM « | 

Fuil dutnkis of the costs of the extension and a 


comparison of estimated and actual costs are given in the 


Yeport tous by Mr. Francis on "Engineering Data, The Ontario 


Power Company of Niagara Palls, Description of Plant" trans- 
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mitted herewith and to which attention is respectfully 
directed, Some of the items given by Mr. Francis, in which 


the estimates were largely exceedcd, were: 


= 


Percentage of Actual Unit Cost 


Item over Estimated Unit Cost. 
Wood Stave Pipe (Thira) 34% 
Excavation for Pipe Line a 198% 
Steel for Distributor LO2% 
Penstock Sousrete 103% 
Power House Substructure 13% 
Power House Supers tructure 67% 


The items of engineering expenses and interest, which 


to gether rrr pty’? 74, were omitted altogether from 


the estirate submitted to the Commission. 


The truth probably is that the estimate was not in« 
tended to be complete nor was it as sumed to be accurate. As 
Mr. Acres, the Hydrauliic Ungineer, stated to us, some of the 
plans were not out until months after the work was begun. The 
Commission had probably come to the conclusion that the work 
had to be done at once, whatever the cost might be, am aid 
not cause a comprehensive study of cost to be made beforehand. 
If this was the view of the Commission it should have frankly 
stated it to the Government at the time the guarantee by the 
Government of the cost was sought by it. 

“Phe $1,250,000 secured from the Bank of Montreal 
amounted to a little more than one-third of the total cost. 
No application for a further guarantee was made at the time 


to the Government, but there was lying in the hands of the 
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Commission $1,700,000 which had been voted by the Legislature, 
for ‘eenekrne tion of works in the Central Ontario System and 
whieh we held by the Commission as the agent of the Govern- 
ment Without any authority from the Government or the 


Legis lature ‘he Gommisaion took this sum and used it to 


complete ‘the construction of the third pipe line. This was 


later paid back out of appropriations for the Niagara Systeme 


Socident af Comeany's Elant | 
The oyieteet plant sonst ot of14 units. Two 

additional units, Nos. 15 and 16, were installed in connection 
with the a x ie ‘buy 43 20 th, 1922, am accident 
occurred whigh resul COPY. destruction of Units Nog. 
15 and 16 and sons iderable damage by water to a number of 
other units Gaus ing & yery large temporary reduction in the 
capacity of the plant. Wendvdveré Nose 15 and 16 have not yet 
been replaced, but the water conducted by the third pipe line 
being used in connection with the other units increases to 
a certain extent the energy produced by them. | 

re Ur. Francis ig his report to as includes "A Study 
of the Eeonshic Biedes of che hididilud, ‘oa Apeir 204m, ~-rded} 
at the Plant of The Ontario Power Company of Niagara Falls." 
In this very thorough and comprehensive study Ur. Francis 
states that it would be fair to place the total cost of 


the accident at about $300,000 in round figures. 
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The following is a summary of the assets and 
liabilities of the Ontario Power Company and the Ontario 


fransmis sion Company as at October Slat, 1922: 


ASSETS. 


Plant, Real Estate, Transmission 
Lines, Distributing Stations and 
Rights, Franchises,Goodwill, ete.$25,152,427.40 


Third Pipe Line, including 
additional generating equipment.. 53,514,676.62 


Sundry Bgu i fued(t ) P ef | 42,518.86 
$25 ,689,622.88 
LESS ~ 
Capital Stock of the Ontario i 
Transmission Company, Limited , 12900,0900.00 
| ' "otal Capital Assets $27,689,622.88 
Materiaig and Supplied . . 1 1k he 8 ee °° 40 ,926,74 


Current Assets - Accounts Reoeivable, 
ea ; CEG, OFG 8 wunie 2 2 6 753,941.06 
Glaim against J. J. Albright . 1... ee se eee 295,633.20 
Deferred charges te future operations, 
unamortized bond discount, American 
exchange and prepaid insurance . . . » «« » 


@ 
2 
= 
s 


1,286,265 ,43 
Total Assets. . ., $30,066,389.31 
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LIABILITIES. 


da 


“1st Mo 
of the Ontario Power Company 


iF 
ah 
oe 


Ist Mortgage 5's due May 1,1945 


of the Ontario Transmission 
Company, Limited 


Commis sic 


Gash advanced for construction 
of Third Pipe Line 

6%, 1941 Bonds issued by Com- 
mission for the purpose of 
retiring the 1921 issue of 
the Power Cagtnagzty exyher 
with accrued ime 1 "fre 0: 

Accrued interest on $8,000,000 
Bonds issued by the Commis- 
sion to cover the purchase 

»price of the capital stock 

of the Power Company 


Amount owing on current account 


| OP UPSaAses ¢ 
rtgage 5's due Feb.1,1943 


| Capital Stock - Ontario Power Company 


$9 092,000.00 


1,599,000.00 
$,514,676.62 
$5267,856.16 


0,000.00 
3200 5 6 VE 


Ascounts payable and accrued charges 


including accrued interest on 
Power Company Bande « «2 «© 6% 


2 


Reserve set aside to cover claims made 
‘by the G@ueen Victoria Niagara Falle 
Park Commission, also for contingencies 


Provision to cover accrued portion of 
ginking funds to October 3lst, 1922 


Reserve for Renewals. « « » « « «© 


Surplus ee eR ee Fe ge Se oe 


* 


Togal Liabilities 


(31) 


$10,000,000.00 


10,691,000.00 


7,191,040 .83 
188,172.60 


527,684.50 


21,557.70 

1, 387,736 .85 
52.5197 03 
$30,066,389.31 
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The Power Company being a distinct entity from 


the Commission, the $3,200,000 and $8,000,000 debenture 


issues of the Commission referred to in the foregoing 
statement of liabilities, are not a direct charge on the 
auaete of the Company. The former, having been used for 
the purpose of payment of the second mortgage 6% debentures 
of the paaphey due lst marys 1921, represents part of an 
ahyanee by the Commission to the Company of the amount re-~ 
quired to redeem these second mortgage debentures, The 
$8,000,000 issue is not in reality either a direct or in- 
direct liavi1itso4 pol-ooXpany, representing as-it does, 
the purchase price of the shares of the Company, and 
redeemable as to principal and interest by the Commission, 
so far ag the Company is concerned, only out of surplus 
income of the Company so long as it is operating. The Com- 
mission, however, being owner of all the issued capital 
stock of the Company, virtually owns the undertaking, which 
is being treated, and subject to any necessary amendments £6 
the Power Commission Act, rightly, as works of the Commis- 
sion, it would seem advisable that the accounts of the 
Company should as nearly as possible be on a similar basis 
to those of other works of the Commission so that the 
liability of the municipalities and their annual payments 


may be more definitely defined and accurately apportioned. 
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Among the bonds assumed was a 6% issue maturing 

July lst, 1921, and it ry interesting to note that it cost the 
Commission approximately $518,000.00 over the face amount of 
the bonds outstanding at the date bS mkt WASY 46 “ethad Aen: 
| 4 brie’ statouent s howi ng how these bonds were retired and 
what the $518,000.00 represented, is as follows: 

6% bonds na tus dag 1921, retired | $2,753,000.00 

The funds for the purpose of retiring 


these bonds were provided by the 
Commission as follows: 


By the issue of 20-year 6% bonds of 


the Commission in the amount of 3,200,000.00 
Cash advanced from the funds of the 
Ontario Power Company 71,375.44 


Making "CET P a lid of. 54271,375.44 


Excess of bonds issued and eash 
provided @ver face value of 
bends retired . 518,375 .44 


Which is made up as follows: 


American exchange charges on bonds 


retired ! 358,157.70 

Discount and expenses of new bonds | 
issued by the Commission 160,217.74 

Together as above 518,375 .44 


It might be well to mention that the bond issues of 
the Ontario Power Company and those of the Commission in con- 
nection with the Ontario Power Company, are payable in the 
United States as well as Canada, both ac to interest and 
principal, Up to the present time, the Commission has incurred 
substantial amounts of exchange charges in the payment of in- 
terest on these bonds, which is offset in part by exchange 


profits received from the Niagara, Lockport & Ontario Power 
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company as they pay their power bills in American funds under 


the terms of an agreement. 

Reserves for Sinking Fund, Renewals and Contingencies 
should be provided as required in respect of other works of the 
Commission, and all monies received by the Commission on sink- 
tne twee account should be invested in securities of the 
Province hind these securities delivered to the Treasurer of 
On tario in compliance with Section 15 of the Act, so far as 
this is possible, having regard to the provisions of the bond 


mortgages « 


Sinkive 


A (iG pps operating accounts fails to show any 


direct provision from revenue for sinking fund to be used to 
retire bonds for the Ontario Power Gompa ny and the Ontario 
Transmission Company, and it would appear that fund's in the 
amount of $872,213, used in retiring certain bonds issued, have 
to a large extent been appropriated out of the reserve for 
renewals and that this aanounh had been depleted to the extent 
of $725,000 at the end of, 1922. The total long term in- 
debtedness of the Company, and the Commission in respect of the 


Company amounted to $25 ,405,676.62 at October Sist, 1922. 


An annual provision of approximately $150,000 has been 
made since 1918 by the Commission in respect of the bond issues 
of the Ontario, Power Company and a contribution of $30,000 per 
annum was begun in 1918 in respect of the bond issues of the 


Transmission Company. 


| | eet seemed 9 
ins) | ) | 


“shay eharwt meoivemd af alli¢d tewog | sieds yar. yous as yrsquos 


2 by’, ¢ 


colonegnt #00 bas al nero sto R bev satiate Nai aay ts sed 


py tcomee m8 ae ¥4 pared ag . 


S iy: ah ne nal A 
ena hes oe 


edd ne exx08 wade “eo tooquen at benkxpe as | bebarom, ee Moats, . 


URE Ate 


anhe 6 wok se tno utd ve bevie cox ‘sotnom tt bne 0 en tao . 


ext 3 be eat inuoes at beteovat od bisode fosrooes T daoky aut : 


to ical ah hd eas ot over tf ob eotttasoos event bas eopkv ort 


as t8t o@ ,ftoA od? de at nedeoe® agtw rN: at Cac vcuhel 


peod ef? to enote tvoty ott ‘ot ot baaget antva 


7 ay + yy Tair : ; smn 
NS bart ad PA Geren | aE) a ay me egegt 

te 
\ wee ry ’ % ih ae) ae iN, |) 


Ers wile Oh Biot atavooos gatietege PR: ss Farewrgt 


ot boew od of baw? jgabiate seg erage ggyiend ab wetahllt tooerth 


Rasphays ini hmvad bres Ur aqmod papas. pe yo oat’: ote wheot’ sultan | 
ods ‘st a betsit tadt s®eqgs b vam, ai, Sas ee egqgao 8, sole akmgzasst 


ovat ,bowank ebnod alatuee gaiattes, sh, bens, Bi Sy SAF. Xo, gavoms 


a eee gy 


qt ertbeod att to eo. DORA ERAE A AOE aidan sarel & ot 
tnate ont ot ‘heselyos peed Lad tasooos. eg teat bas elewores 


bie! vie ah ie I 
Pw CUGY AA... iptuh mu iN z 


mick tet. -onot fatot ect ,Gk8@L to baw od? mi 000, a5 t8 to 
of? to Yooueoy mi note whawod of? she gna 


qdoo ett to seanhetdeb 


‘SGCL Pale wed oso t8°ed 018 dnsindiubi ot! bt ions ete 


‘ube mee we eel Cae Ree et ae Deh 2 Lee eae 


seed eat 000,089 yletactxerggs %6 metehveng Lemmme mh ony yy 


 wonest Buod od? 20 teeqeos at, mo8 eainao® ett yd @1@l eons eben 


it 


teq 000,089 4o woléiudininoe 2 bee oynaqmed towed ofwedad: ed to 


a 


wg 


odd. 5o nom Gt Reed 964.39. Sogqee at SEE etienged: Rew Beane x: 


prin at | xotecimanax? 


Bia 


po Eien Inquiry CommISssION 


FOR ENCLOSURE TO 
(35) 


The sinking fund available, if continued on the same 
basis until maturity of the bonds, will be inadequate for the 
retirement of the bonds at maturity in the amount of approx. 
mately $7,000,000. and a means of financing this deficiency 


will require to be provided before the bonds become due. 


The balance in the reserve for renewals account in 
respect of the combined properties of the Ontario Power Company 
and the Ontario Trangmis sion Company, Limited, at October 31st, 
1922, was $1,767,026.04, comprising the following: 


Balance, therk+) $2.17. ee et oe Oe ee oe $880,833.35 


Reserves: 
Year ending Oct.31, 1920 $385,498.44 
Year ending Oct.51, 1921 385,814.69 


Year ending Oot.31, 1922 $35,777.71 1,107,090,84 
1,987,924.19 
LESS: 
Char geg~ 


Year ending Oct.31, 1920 $ 85,230.66 
Year ending Oct,.31, 1921 118,308 «46 
Year ending Oct. 31, 1922 67,559.05 220,996.35 


‘Pot al valance, October 31,1922~$1, 767,026.04 


No nro vi sion its wae? for pit Sie ke for the years 
ending October Sist, 1918, and October 31st, 1919. 

It will be AN ted ein the foregoing statement that 
interest has not been added to the balance at the credit of 
this fund as is the practice of the Gommission in the case of 


ether power undertakings. In this statement will be seen 
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a credit balance of $880,833.35 as at August lst, 1917. 

| When the properties were acquired by the Commission this credit 
was made up largely of a sai from the surplus account at 
that date. There is no information available as to what 
actually constituted the credit aust in this reserve at that 
date as the original books of account are not available. It 
is clear, however, that it was of little or no practical 
value as share was only a small amount of liquid assets avail- 
able for renewal purposes at that date. 


Our Consulting Engineer has expressed the following 


opinion as to (28 @dp feb oy’ oz the renewal reserve at October 


Slat, 1922: 


"The balance sheet of the combined properties 
at October Slst, 1922, shows assets of approxi-~ 
mately $31,000,000, which includes about nine 
or ten millions of dollars of intanBibles. 
esvee COnsidering all factors the amount of 
depreciable capital to be covered by a renewal 
account is probably of the order of six million 
or geven million dollars...-«..As the plant hag 
been in operation for nearly twenty years, it 
would appear that the total amount in the 
reserve account, which now stands at approxi- 
mately one and three-quarters millions of 
dollars on the books, is: smaller than it should 
be. Further, it should be borne in mind that 
no information is available regarding the com. 
position of the initial provision $880,833.38) 
for the fund and that the book value of the 
whole renewals account apparently does not 
represent actual funds available for renewals 
or extensions, as the moneys that have been 
set aside for renewals have been called upon 
for the retirement of bonds to the extent 
of over $700,000." 
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Should a substantial.amount be required for 


renewals the reserve will be insufficient and it will be 


necessary to provide such funds by issuing new bonds, or 


by some other means. 


Since the close of the fiscal year ending October 


Slst, 1922, the Commission has made a revision in the renewal 


rates, as followag: 


(1) 


(2) 


(3) 


The 1.88% per annum formerly used on the pro- 
perties, ineluding lands of the Ontario Power 
Company of Niagara Falla, has been reduced 

to 0.75% with interest at A% per annum, to be 
effective from August Ist, 1917. 


The 28 ryangug formerly used as applying 
to the GREY fey ass has been discontinued 
with the vi that this property is to be 
maintained out of current maintenance charges. 


The 3% per annum formerly used on the properties 
including right-of-way of the Ontario Trang~ 
mission Company, Limited, has been reduced to 
1.25% with interest at the rate of 4% per 

annum, to be effective from August Ist, 1917. 


On this basis the balance in the Renewal Aecount 


at October Slst, 1922, amounted to $1,387,736.85, or 


$379,289.19 less than the balance of $1,767,026.04 before 


the revision was given effect to. The reduction was 


applied as follows: 


Particulars. 
Applied to credit of sinking fund 

_.. reserve + Third Pipe Line $112,481.98 

Applied as a reduction of 1922 
power costs bi 188,622.04 
Applied to credit of contingensies | . 
reserve. 72,935.96 
Balance credited to surplus wenn BAD o 21 
$379,289.19 
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Our Consulting Engineer has expressed the follow 
| ing opinion concerning the reduction of the renewal reserve: 
"It ig difficult to understand whet advantage 


is to be expected from a further reduction in 
an already inadequate reserve for renewals .3 


And in respect of the use of renewal funds for the retire- 


ment of bonds, he states as follows: 

"It might be argued that the use of reserves 
for renewals to provide a fund for the retire- 
ment of outstanding bonds gould be justified if 
4¢t is the intention to scrap the plant of the 
Ontario Power Gompany, but in that case it would 
seem reasonable that provision should be made 
to set aside a fund from revenues sufficient 
to pay 811 obligations before the plant will 


ha last-its ,earning power.” | , 

COR. the course taken by the. Commission 
in respect of the Renewal Fund was unwise and unsound. the 
reserve as it stood was inadequate and should have been in- 
creased rather than diminished. The course taken also 
lessened the security which the. Government had for its 


on 


guar ante Oo 


oo elgg Contingencies of Uncertain Character. 

3 A gtudy of the accounts of the Ontario Power Company 
and the On tario ®ranemiss ion Company, indicates that the 
reserve for contingencies has not been provided on the same 
hasis as for the other systems where a charge of approximately 
25 cents per year per nat Ia ME sold is made together with 
certain other provisions. At October 3lst, 1922, the 


amount at the credit of the reserve for contingencies was 


(8%) 
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$527,684.30, made up as follows: 
Tn respect of estimated additional water 
rentals payable to the Queen Victoria 
| | Niagara Falls Park Commission $327,759.46 
In respect of claim against J. Jd. 
Albright for sinking fund payment 87,575.83 
In respect of claim against Niagara 
Lockport & Ontario Power Company 29,413.05 
Reserve for bad debts abvisine against 
amount owing by Department of Rail-~ 
ways and Canals 10,000.00 
Balance transferred from renewal reserve 
available to meet future expenees of 
& contingent nature £2935 .96 
Total Reserve $5 27,684.30 
It isd fs) \ regard these items as forming 


areserve. It will be noted that if the Company fails to 
collect the accounts receivable included in the statement, 

and if it pays the amount shown in the statement as claimed 

by the Park Commission, there will remain only $72,935.96 to 
meet future contingencies of an unknown nature. While a 
second catastrophe such as the piladilens of April 20th, 1922, 
is improbable, the accident furnished a striking proof of the 
advantages there would be in having a reserve fund for con- 
tingencies to cover sankeands| although it might be considered 
umraasonable to have a contingency fund of sufficient magnitude 
to cover the lla cost of an ascident which might wreck a 
large ight wing of +a8 plant. As it 44 there is no fund avail- 
able to meet the loss 0 coasioned by the sustdiah of April, 


1922,. “=a loss placed by our Consulting Engineer at no t less tian 
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$500,000. It is clear that the fund for contingencies as it 


stands today is entirely inadequate. 


Power Purchased 
The following table shows the power purchased by 


the Ontario Power Company during the period from August lst, 
1917, to October 3lst, 1921: 


1 
‘Particulars me fart: Year ending October 1 P 
Oct. 31/18 1919 1920 1921 


TORONTO POWER COMPANY 
Output of one machine $267,760 $132,802 $125,078 $216,450 
Cost of power furnish- 


ed under Power CO RP. | 

troller's order $954,661 140,583 “ ” 
Additional Power a“ ~ - 42,455 
$665,421 $275,585 $125,073 $258,905 


CANADIAN NIAGARA POWER 


COMPANY 
8,942 hepe at $18.00 7 ~ - 160,960 
8,217 hepe at $16.20 ~ ~ ° 133,109 
Exchange - “* “- 16,517 
fetal $665, 421 $273, sa g1z6, 075 $569,291 


City of Niagara Falls 

Previous to the purchase by the Commission the Company 
had, by an akreunext with the Gity of Niagara Falls, a fixed 
taxation of $16,000 a year for a period of ten years. The 
agreement terminated in 1916 and the City then proceeded to 
increase the assessment. The Commission acquired the Company 
in 1917 and paid taxes on the increased assessment. The 


Company objected to the assessment in each of the years 1918, 
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1919 and 1920 and the matter was discussed with the Govern- 
ment. Wo action was taken, however, so the taxes for thes 
years were pata in accordance with the bills submitted. In 
1921 the Company refused to pay the tax bili for that year 
and appealed against the dike kale’ of $2,771,000. Before 
the matter reached the Appellate Division an agreement was 
entered into Whereby the Jompany agreed to pay the sum of 
$98,657.42 for the 1921 ae this vide wh actually paid. 

| The last mentioned agreement forms part of a 
Biondi? Act passed May 4th, 1922, (12613 Geo.V, Chap.120) 
ratifying and con | w Wo. 1076 of the Corporation of 
the Gity of Niagera Falis. The er referred to ‘nn for 
the purpose of approving an agreement made between the Gi ty 
of Niagara Falls, the Gompany and the Commission, whereby the 
assessment on tle plant was fixed for a period of ten years 
from Jamary lst, 1922, at $2,500,000 (the assessment in 1917) 
and the maximum rate thereon at 30 mills on the dollar. This 
assessment is for all purposes, inclusive of taxation for 
school purposes, business or other general or spesial municipal 
taxation but does not affect local imprevement rates imposed 


or levied upon the said properties. 


“®he Gompany is subject to taxation in the Township 
of Stamford also, as the headworks, pipe lines, the transformer 


station and part of the power station lie within the boundaries 
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of the Townshipe .In. 1903 an agreement between the Company 
and the Township was entered into, fixing the ahsneneens for 
a twenty-one yoar period at $100,000. The Company contended 
that this was the assessment for all purposes, but this view 
was not upheld by the Privy Council which finally adjudicated 
upon the matter. 

| As a result of this decision the Township was at 
liberty to place a much higher assessment on the Company's 
works for the purpose of school taxation. Full advantage was 
taken of the privilege so that in 1918 the assessment had 
reached $1,300,000. Since the Commission acquired the 
Company the ‘ag? eypPy been disputed each year put 
eventually paid. In 1919 the taxes paid by the Company were 


as follows: 


General Taxes .. +. +.« + $1,320.00 
School Taxes «+ « « « e 6,646.59 $7,966.69 


In 1922 =< soy 
General Taxes ...++ + § 2,580.00 


School Taxes $°Q8 OR woe 11,757.59 $14,817.59. 


The period for che fixed assessment of $100,000 
expires in 1924. A memorandum on the file of the Commission 
re noting the taxes paid for 1919, states that after 1924 the 
taxes will be increased to the extent of approximately 


$17,000 annually. 
The question of the taxation of the plant of tae 


Commission is a most important one for the municipalities 


interested. As we pre pose to deal with it in our General 


Report we shall not refer to it further here, 
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4g a party to, the agreement for the purchase of 
the Ontario Power Company the Province, as already pointed | 
out, guaranteed payment of the debentures of the Commission 
issued in payment of the shares of the eapital stock of the 
Company, also the payment of all outstanding bonds and 
debentures of the Company and the fulfilment of other 
obligations of the Company existing at the date of the 
acquisition of the shares, Subsequently it ody lavigne a 


further issue of debentures of the Cail be tos for $3, 200, 000 


and the loan of $1.2 py the Bank of Montreal before 
referred to. 20 fabWity of the Province in 


‘respect of the undertaking on October 31, 1922, exceeded 
$25,000, 000. The Government of the Province has no direct 
voice in or control of the affaira of the Company, all the 
stares of the ca pital atook be ing vested in the Commission 
and ‘tts nominees, and the Board of Directors and officers 
Sora me mers or officers of the Commis sion. Phe el le ls an 
of the Power Gommis sion ies ei not cover such a pithation 

and in our opinion the Act should be #0 amended as to clearly 


define and safeguard the interests of the Province, 


As sole holder of shares of the capital stock of 
the Company the Commission is virtual owner of the assets of 
the Company, subject to the liabilities chargeable against 


same, It can by virtue of its absolute control make or amend 
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any contracts between itself and the Company as are not 
inconsistent with the powers of either. The Power Commission 


Act, although authorizing the acquisition of the shares, makes 


no provision in regard to the power of the Commission in 
administering the business and affairs of the Company. The 
powers and duties of the Commission should be clearly defined 


by amendment to the Aot. 


Salaries voted to Commissioners and Officials 


No provision was originally made in the Power Com~ 
mission Act for the payment of salaries to the Chairman and 
the other meng? @2) Pay reteticts but by an amendment to 
the Act made in 1912 it was provided that the salary of the 
Ghairman of the Commission should be $6,000 per annum, which 
ame unt should be paid eut of the Consolidated Revenue of 
the Province. By a further amendment made in 1914 it was 
provided that a sum not exceeding $15,000 should be paid out 
of the funds of the Power Commission and should be divided 
between the Chairman and the other members of the Sommission 
in such proportion as might be directed by Order~in-Council. 
Under this provision the sum of $14,000 was apportioned by 
ghe Government, #6,000 was allotted to the Chairman bringing 
his salary up to $12,000 per annum, and $4,000 to each of 
the other members of the Commission. These payments have 


been continued to the present time. 
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The Act incorporating the Ontario Power Company 
provides that there shall be a Board of Directors consisting 


of not less than seven, nor more than eleven individuals, 


each owning at least fifty shares of stock of the Company 
in his own right, and as it was Og Na to keep the 
Genoa ny alive, transfers of 50 shares each were made to seven 
individuals composed of the Ghairman and the ether members 
of the Commission and certain of its officers, smong whom 
were Mr. Gaby, the Chief Engineer, and Mr. Pope, the 
Soavehary. Thus out of the 100,000 shares of stock 350 
shares were made over to these Directors. For these shares 
no money whatever fray [nd Ly’ to the Commission, and really, if 
not technically, the parties to whom they were transferred 
held them in trust for the Commission. 

At a saa thie of the Directors of the Ontario 
Power Company held on June 26th, 1918, a resolution was adopted 
that the salary of the President, Sir Adam Beck, be increased 
by $6,000 per annum, the grant to date from the first day of 
August, 1917, the dake on which the control of the Ontario 
Power Gompany passed into ene. News of the Hydro~Electric 
Power Commission of etietie. Sir Adam's annual salary was 
thus inertaced to $18,000 per aiken and he has been receiving 
this salary ever stubs, On no 29th, 1920, salaries of 
$2,000 each were voted Honorable HM. Bs Lucas and Honorable 


Col. Carmichael, the first and second vice-presidents 
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respectively, the salaries to take effect from January 
| 14th, 1920. This inoreased the salary received by each of 
the two Commissioners from $4,000 to $6,000 per annum. 


The services rendered by members of the Jommission 


as officers of the Ontario Power Company are largely nominal, 

| Personally they have not a copper's worth of interest in the 
stock of the Company and they operate the Company and its 
property solely as members of the Hydro-Blectric Power Gom- 
mission of Ontario. Meetings of the Directors are held 
infrequently. For some years past they appear to have 
averaged not more than two or three a year and they are 
almost all of a p ix? 1 character. The business of 
he Company is sale ugh elutes itself. The work 
of management is no greater than if the property of the 
Company had been bought out and out and the Company had 
gone out of existence. It surely was never contemplated 
by the Legislature that members of the Commission should, 
as directors ov a skeleton company, have the right to 
inerease as they plaased the salaries which the Legislature 
had fixed. That the work done py the Commission in respect 
of the Gompany is covered by the salaries fixed by the 
Legislature there is not the slightest doubt. 

If the members of the Commission, instead of 
appointing themselves as Directors of the Ontario Power 
Gompany, had appointed members of their office staff as 


directors (as they might well have done), and the members 
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of. ‘the: ‘offise state haa availed 4 thonselves of ete 
position : as directors of the ontario Power Company hid 

increase their own Salaries, as the menbers of the Commis- 
Sion did, it is certain that the Gommission would not have 


tolerated their action for @ moment; and yet the members 


of the office staff would have had just” as much ‘Fight’ as 


direators by wah. salary inoreasos to “themselves as ‘the 


ey ay 


monbers of the ‘Goumission had to increase + bug salaries. 


The, Chairman and the other members of the Com-. 


mission have. 263 @)>Prlfacerves. directors and officers 


of other companies--both power companies and once ciil 
companies, ‘the ‘stock of ‘which ‘the. ‘Commission hes token 
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“gir Ada Be8x, * in his evidence before as, said 
that the Government knew about, the inorease of 6, 000 voted | 
to hin by the Directors of tne ‘Ontario Pemex Gompeny, and | 


approved of ats but if Sertain Peake s, of the, Cabinet | 
approved of it the Government as a whohe did not approve 


of it for no Order~in-Council was passed, and in any event 
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the Government had no power to increase the the salaries of 
the Commissioners by Order-in-Council or in any other way. 
fhat was a matter for the Legislature. Sir Adam says 
that as Honorable Mr. Lucas, who was a member of the Com- 
mission at the time, was also a member of the Government, 
the Sevevunen’ must have known, but ir. Lucas on being 
questioned by us on the subject says he does not know 
whether Sir William Hearst, who was then Prime Minister, 
knew of yas auireaee or note fhe increase granted to 
Col. Varniahael, pb Sir Adam Beck stated, known by the 
Honorable Ur. Drury wae was Premier at the time. ‘his 
increase voted ia QB. EN and Mr. Lucas was 
just as indefensible as the increase given to Sir Adam 
Beck. When the salary increases made by the Commission 
came to the attention of the Government they should have 
peen stopped at once 

Cons idering the duties required ef them and the 
heavy responsibilities eeatian upon them, the salaries 
received by the Chairman and the Members of the Commission 
from all sources appear to us te be none too high; but. 
if inevoiene were thought to be proper the matter should 
have peen brought pefore the Goverument, and if the Govern- 
ment approved it should then have submitted the proposal to 


the Legislature. This course, in our opinion, might well be 
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| taken now. The action taken by the Chairmam and the 

other members of the Commission as verre of the Ontario 
Power Company in voting themselves salaries from this 
Company was improper and in clear violation of the Spirit, 


if not the letter, of the Power Commission Aste 


In the course of this Report we have referred to a 
Statement made by Sir Adam Beck before the Committes on 
Water Foire’ of the House of Representatives on April 15th, 
1918. The following 1s a fuller extract from the state 
ment regarding the acquirement of the Ontario Power GC Oompa ny: 


"Negotieti re entered into, and the 
Rydr Gert Ppwer Commission acquired the 
plant and took possession after about a year's 
negotiation. The remaining 60,000 horsepower 
Gapacity is under contract to the Niagara, 
Lockport & Ontario Power Company. We 
assumed the whole of the bonded indebtedness of 
‘the Company, amounting to about $14,000,000. 
We acquired the common stock of the Company 
and paid them $8,000,000 in forty-year Hydro- 
Electric Power Commission 4% Bonds, guaranteed 
by the Province of Ontarie, The purchase in- 
cluded a transformer station and a short system 
of lines in the immediate vicinity of the plant 
itself. During the first year of operation we 
reduced the cost of operation by over $40,000. 
fhe revenues from our two firm contracts, one 
with the municipalities and one with the Niagara, 
Lockport & Ontario Power Company, expiring in 
1950, will be sufficient to maintain the plant 
at the highest point of efficiency, provide 
for renewal and depreciation ch rges and 
operation, and at the same time accumulate 
sufficient revenue to retire the whole of the 
debt in 25 years. that is, instead of the 


(ea) 


oft hae nomziad® eft yt aedet sokios ed? wor genes 
oinated ant to agosdoorks rT ‘moke atamred adtexo: eredmen tedto 
did} mowt Aotunlaa aevloamed? guttov mk yaaqued. sowed 
eticiqt ed? to aolkisloiv aeolo al Sas seqouqm) asw Yuaqaed 


“,tod molLaaiame® ewol edt to ,tedted ont, tom tah 


B 09 hextozes , ovat ow “dsogor ants 20 euxuros oat “ae 
oe 904 ¢2mm00 odd ex ored i008 mab ne ws oben dmomeaate 
ey eh a 


eal tigga so nevived xoact yor 10 eesoH on 20 sever 9 Fal 
Sanne ont wort foestne sefiy? * al aatwo tox oat rer 


2 gtr agate D 19405 ob ted 20 oat Yo tmemnstaoee oat aubbroger tuom | 


i ont hae ,0 tak boretno ov any nerg Lia 
ek? Bouiyrpos mole tiemoo ver gs 
atusey & txoda setts molaeoreo 
 gewoyeatod 000,08 yringamed - ae aye, gat" 
1etegelk euté ot doaxtaon cobow at toeqed 
si i 60 ‘gewot olnetnO 4 Inegdool — 
30 gaogbetdoink bebwod edt to nah eae bemweas 


xo 6 "hes deale | 


5000 000; BES Foote 6? guttavoms MRE 2S a nee 
yroqmed edt to doodva sommes oat. (pes a 
~ouhyh asey-ysvot af 000,000,38¢ mel? Maen wv og 


hegtnsismg ,sbs0g ae mok a agemod xewot oft eee 
Ht eendo sing ett “,6kxSta® to sontvort edt’ 
ote ys Hey & bes aottatva como tenes d & bobs 
dsaly 64¢ 46 gikatoty etpisomal oft at seni tor 6) > 
ow mokédareqo %9 te0ey dexkt odd gatuwd atloadt 
"1000, Ode" e970” et ro. ‘tpqeqd RO” to08 off Booghbes. ay "Prstcgiea ¥ 
oso ,adoatiaos mit owe ay0 mort oxtever ot : 
aiue oat Athy amo”. eles. gar etd Mike. cn” 
goks kqno hota oy gewod ofuetsO & txogitool- 
syneck SCA ebb ba ten’ OC tuebeMhee 40 ELdw (ORGLien: 5 
sates dy +Geueloltte to tabog teodgid odd ts 
eT og ais wekteloorgoh bme Lewenet GOR 6) 
 otelemeoos omld emea aft ts bus ,soLiavego 
edt to ofody off of idee oF Saneven teolertieon + 
ogd %0 beotant ,at deat Ch Aden soa a. brdid 7 


“Wb. 


dypRo-ELEctrIC. INquirY COMMISSION 


{OPY: FOR. ENCLOSURE TO 
(50) 


Ontario Power Company owning this plant in 25 
years, we will, out of the reserves that we 
are setting aside, pay off the whole ef our 
indebtedness, and own the plant free of debt 

| ) an 25 years from last August. 


| | THE CHAIRMAN: “Without increasing the cost +o 
the consumers? 


SIR ADAM BECK: "Yes, we are bound by contract. 
One contract is $9.00 for 100,000 horsepower and 
the contract with the Niagara, Lockport & Ontario 
Power Company is for 60,000 horsepower at $12.50. 
The revenue from these two contracts will provide 
enough money to pay off and retire all debta, 
including the 40-year bonds, in 25 years, after 
which we will own and control the plant and operate 
it to the best advantage of all concerned. More 
than that, when the time comes tmt more water 
or power is essential we can take the ten or 

twelve thousand cubie feet per second of water now 
being used comparatively inefficiatly in the 
Ontario Power Company plant and use it in con~ 
nection myen ear] oe ston-Chippawa scheme, thus 
securing p\aivantage of the full head available 
between the two lakes." 


Unfortunately for all interested in the successful 
operation of the Ontario Power Company, the records of the 
Company show that the resy predictions of the Chairman of the 
Commission have fallen far short of realization. The con- 
tract to supply the municipalities with power at $9.00 per 
horse-power has now, in effect, been superseded and the 
price per comiedatoiie last year reached $17.55. If the 
price had remained at $9.00 per horse-power the revenue from 
this contract and the contract with the Niagara, Lockport & 
Ontario Power Company would have been sufficient to pay only 
75 per cent. of operating expenses and interest on the bonded 


indebtedness of the Company, and would have left no revenue 


| notzeimMod ssiuonl ointoasaonc 
{oa) A OT ARYROLONE 04» 


B& mt ¢oalg alas HE LEO gxsgwed sewok oftse ad 
ew tad? goriteset ont to two ,iiiw ow .etesy 
swo 0 elodw ess Sto, wg ,oblen gaitios exe 
edoh he eevt taelg aft mwo bes ,2aenbetdohnt 
ei ih .tapgod, daal mort axeoy 88 ah 


ot Jnoo eas gaiasevenh, dgodeiW”.. Bays nny 4 a ee 
Fawhawnaes oud | 


toes taxon et hunod es ow aer™ 1mome ACA HIR 
bac towogeatond 000,00 sot 00.09 af toaxtaoe on0 
oltatnd & droqglood ,stagell exd stiw soartmos edt, 
08,818 +8 gewogqeatos 000,08 tok ak ymaqmod rewot 
Mebeidit iliw utesitreo ow? ogegd monk grmevex, oft 
doh fle oxiiey baa t39 yag Of Yonom dorore 
nodte ,eaeoy, 8 ak ,abaod asyatd 948 As 
etareqe bus tuelg edt Loxdmoo bas awe 
(91M .homrepgeo Jia to egetasvhs deed. os, 08. C) ae 
aotaw enom tald aomoo omh? og? mesw stad? madd 


20 mod ods ovat aso ow Lakisesae 82 toweg v0 
won ywotew to beooea seq toot ofdse anoa? ev ore 
> ead, aed pi ti.te iiions: prs ®, aban, cane ie 
m@oo wh ¢1 eax bas tue ay tet eye Sarg ot! 
bald .PeTedon ucgldicant an bs e 0), Iya mohtoer 


th opal 
t 


eidsiiavs bacd Lint ef?, hdl 8 Le Ba  gaitwooa 
or gs it "seemed ont hw Paar ) 


Leteaevame od? mt. bovaenetak fle got, yletsnutsotnt 
ait to ahtoows até. ey agmoD- ‘sor 0%. obsed a0 ade to. noltaregs | 
ett to o omegtedd asl d. to. anotistheca yaox ome. tage wert a. Wraquod 
“x00 edt. 80 kdoa tl aon 20 $code sat notiat aved “no kaadmod 
toq 00.08 te t]wog ato vost tiogioinon ode wage, oe dosed 
eft Ane hebontweqge me 06. edootie mh oR, and. sowoq~oncosi | 
of? th .Oa.4L4 bodesen Te9y teal ‘xowog-ennod seg eokxg 
nor’ osaover od t tam og -9an0d 20q 0008. +. banhsmoy, bed eobxg 
4 troqaeod arapede. edd a kw doax4a0o edt bas. deextaos alad 
ylse yaq oF twotottiaa, good. ev ail ‘biwow, weaqmod xoWos, oLtadno 
bebmod oft mo seoueéat ins nonnegze gubtareqo to o9x00 teq af 


eoneves On F%el eve bisow bas ,yasqmod ed? to anombetdebat 


o-ELecTRIC INquirY COMMISSION 


WR ENCLOSURE TO 


(51) 


whatever to meet interest charges on the $8,000,000 4% 
debentures issued by the Commission or to contribute any~ 
thing to renewal and contingent funds or to the Sinking 
funds ¥e repay the Cah ¥. With the Charge for power to the 
Niagara System raised to 917055 the revenue is sufficient to 
me et these Gharges, although, &s pointed out, the renewal 
and contingent funds were and still are far from adequate, 
If the Sinking fund is maintained on its present footing it 
will take, not Sweuty-five years, but nearly forty-nine 
years, from 1917 to pay off the bonded indebtedness of 
$25,000,000. If the renewal and contingent funds are put on 
& proper footing 1¢ yah? ‘tie considerably longer than 
forty-nine years to pay for the property. It is doubtful, 
indeed, if the Company will be able, without increasing its p 
present charges for power, to meet its necessary annual 
expenditures. It is to a hoped that any loss in the 
operation of the Company may be recouped as a result of 
he Covel syne a8 a whole of Niagara Falis power under 


the plans undertaken or ‘contemplated by the Commission, 
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Our principal findings and conelus ions may be 


shortly summarized as follows: ~ 


le The results of operation disclose no sufficient 
justifies tion for the purchase of the stock of the Ontario 
Power Compamy by the Commission. The wisdom of the transac- 
tion depends on the value to the Provinee, the Commission 
and the municipalities served of agquiring the right to 
the water diverted by the Company from the Uiagara River 


for its purposes. 


Re The purchases of the stock of the Ontario Power 
Company by SCey resulted in a large increase 
in the cost to the Commission of power secured from this 


Compa ny» 


_ Bo The purchase of the Ontario Power Company stock 
having been undertaken by the Commission for the gunisi- 
pelities, the price paid and all deficits in operation 
should be paid to the commission by the municipalities. 


4. The sinking fund available to meet the bonds . 
(of the Company assumed by the Commission, if continued on 
the present basis, will fall short of providing funds 
for the retirement of these debentures at maturity to the 


extent of $7,000,000. 
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5B. The contributions to the renewal fund of the 
Company have been inadequate. The reduction of this fund 
last December was not only unwise but in violation of 
sound business and engineering principles. If the revenue 


of the Company proves insufficient for its purposes any 


additional amount required should be made up by increasing 


the charges for power and not by drawing upon a reserve 
already too small, The amount taken from the renewal 


reserve last December should be restored and this depleted 


fund placed upen @ sound footing. 


6. The reserve for contingencies is largely unreal 


» 
and wholly Ghd Y 


%, The cost of constructing the Third Pipe Line 
was almost double the estimate of the Commission. fo 
make up the deficiency it used, without authority, 
$1,700,000 which had been voted by the Legislature for 
other purposes and which the Commission held as Trustee. 
fhis sum was afterwards repaid by the Commission to the 


Province. 


8, Although the liability of the Province in respect 
of the Ontario Power Company exceeded on October 51,1922, 


$25,000,000. the Province has no direct control 
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of the affairs of the Company. ite interests might 
well be made more secure by amendment to the Power Com- 


mission Acte 


9. The members of the Commission, although 
personally having no interest in the Ontario Power 
Company and but nominal duties to perform as Directors 
and officers of that Company, voted themselves salaries 
as such officers, amounting in the aggregate to $10,000 per 
annum. Their action in so doing was improper and in 
violation of the spirit, if not the letter, of the Power 
Commission Act. 


COPY 


DATED AT TORONTO, AUGUST 2nd, 1925. 


Wo D. Gregory, Chairman 
Me do Haney 

Lloyd Harris 

Je Ae Ross 


R. Ae Rose 
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